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Draft of Address
By Allen W. Dulles
To The
Subcosmittee on Sconomic Statistics

Jedrt Zoonomic Copmittes
Novesiher 133 1%9 2 P.H. BT

It is & pleasure to appoar before this distinguished Sub-
committee and to contribute to 1ts study, "Cosparisons of the
United Gtates aud Soviet Beonomies.®

Ve have reviewed with much interest the papers, viich have
veen submitted to your Subcommittec by the experts from the
‘acedenic world, government, and research groups. It is an
Ww goliection. It will, Imam; help bo alert the
American people to the interneticuel facts of life. Your delib-
‘amtmmmaﬂmwmmmmm this eountxy must
make o the growing echallangs Of Soviet pover.

Since his recent visit to the United States, Kurushchev,
the very vocal lesder of the Soviet Union, has been preaching the
aoctrine of pesceful coexistence. Hopes have been raised
in the hearts of peoples throughout the world that a gemuine
relaxation in interoaticnal tensions may be possible. They pro-
foundly Gesire meaningful disarmement snd su end 1o the nightwmere
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threat of nuclear war. ﬁe all wish that these hopes are realiged.
Certainly the vast yesgcurces being devoted o militeary expenditures
throughout the world, if diverted, would form 2 pool of develop-~
ment cepital that would proaise the end of poverty within a
gensration.
However, even I the ayms race were W be brought to

halt, the competition betveen comamism and free enterprise would
not ond. The goals of internatiookl comnuniss heve ndh changed.
The Krewlin lsaders firmly believe, and eloguently preach, that

rrnlsn 18 the system stilch will eventwally rule the world. The
gver-all ovjective. Hather, ve ghould expest the battls to be

challenging our swpremacy. |
This, to xmy mind, is the Soviel seening of pesceful coexistence.
In the vords of formeyr Bovict foreign minlster Shepilov,
An long as different social and politicsl systems exiast,
contsadictions between them are inevitsble. Pesceful
eoexistence 15 & strugele -~ & political struggle, an
eocnomie struggle, an ideclogieal struggle.”
Envushehev himgelf seeus souvisced that the fimal viectory
of commmndss can be won melnly by non~sdlitery seuns. Beye the
shallenge of seontmic growth 1s of fundamentel Impovtaocce. For

~2¢m
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rapid economic growth is the lsodlispensable oore of the Soviet
argewnt thet ocommunian le the wave of the future. In Hr. Kirushchev's
words th the Zist Party Congress, held in February of this yesr,
"Pevelopment of Sovist econcric might vill glive

copmmisn the decisive edge in the internstionel balance

of power; 1t will attract millicus of new sdbersnts 40

our gide.”

Fast of the task of this Subocsmitites, uimiﬁ,biﬁtﬁ
eatimate the prasent slee of the Soviel economy, 0 arvive at
@ conclusion of 1ts past rates of progress, and finslly, to make
soms Julgements about its future growth. It 18 the future which
is most lmporiant, for U. 8. policy rheinim today bave & mejor

Let up turn £irst to history. The year 1913 is the bese for
many Soviet studfes and claims. The Soviets try to ploture pre-
revolntionary Rugsia as the economic counterpert of Elack Africn
today. The offfcial myth sbout the velstive backwardness of
Imperial Russie has been deliberaiely created so et cosmunist
econaulc echievemente will appear to be even greater than in fact
they neve bsen. The Soviet party line would bave you believe that
Rusglan industrial cutput was less then 7 percent of that of the
United Siates In 1903.

Recently the most respected economist in the Soviet Uaion,

Academician Strumilin, published a pamphlet which demalished official
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cammndet cladms. He caloulsted Soviet 1913 output st between
1) and 12 peroent of that of the U.S, Heving passed his S0
birthisy, Strudlin wrdoubbedly felt that he could write
objectively snd swrvive.
The velght of ovidence, a5 I see it, would place pre-

revolutionary Russis wa the sixth or seventh largest industeiel

spon standards of per cepits cutput, Buseis weo not oo under-
developed ss either India or Ching is today.

. Further, Russia Yed in hand meny of the keys for vapld eccuemic
fdevelopmert which weye, of course, taken over by the Coowunlsts.
 For exmuple, its agrisultwel cutput was not enly able fo provide

an sdeguate dlet for lts people, but also to gensrale an eport

surpius. There was oo pressure of popuistion sgalvet ool rescurces.

The coumtyry was richly endowed with eoal, irou oye, aund other
essential industrial materiale. There wes e modest but growing
machine bullding induatry, and & pupply of techulcel tslent.

So much Por vhat existod at the time of tebeover. The firet
mjor problems that faced the revelutionists were politiesl snd
nilitery -~ t0 got Russia Out of the war vith Gexmeny, %0 hring
the igtermal oivil war 40 2 successful conclusion, and o resclve
the battle for coutrol vithin the Commmist Perty iteelf whieh
followel the desth of Lenta io 198%. By 1906, twee jmportent
develogments baf taken place:
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Firat, Stalin hed smerped s the sbaolube vietor
in the interoal powsy strugele.
Second, the eccnomy had finally deen rewtored to
ite pre-revolubiopary level of output, sod
Tnird, out f the marky dogus of Mrxism and lentnlew,

the smurviving Comminist leadership hed molded a progran

Putnive.

The central. thene of the program £0r econtiic aetion, which
nas respined webanged, is forved areft industrialisation. Oue
of the bost desoriptions of Soviet econcmic policy was made by
Geosr lange, formerly & professor of eoonomics at the Wilversity
of Chicngo, vho reburned to his native Poland afier tbe Commnisth

takeover, sud nov gervas se the printipel sconumic

wlks. M. Laoge seid,
“The Joviet scoptiy wes plasnod ... for oue mingle

parpose, nemely, the m vapid Industrialization ...

o meowonious socialist welfave soondoy, bub served

podtiton) and military chjectives to ¥nich sll other

sspects of econamic plsuning weve sscwifieed.”

In other words, the Foviet ecoudmy Wb and still is,
sheped $0 serve the purposns of the State, pot of the peopls.
Having decided oo the objactive of forved &radt industriallization,

- B o
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theough the pechanlien of detailed plans, rigid slilocetion of
reRGurees, and the use of force vhere necOSEETY «

In the ahort space of 30 years, this ocourse of sction lLes
brought the Soviet Unlon forunrd to mmm@mm*s
industrdal powers. There 18 no MW»@& this poiut swong the
warious eyperts vho heve sulsnltied papers to this Swheompities.

Furthermore, in revieuins the werious studiss of Gegtern
sclolars, I have becn strusk by e substantial egrecmont ou the
Tate of |grovih achieved by the Soviet Uaion over the period stuce
1950, m range of estipmtes iz from 9 4o 10.5 percent & ywer.

The findings of Professcy Hubtter, in o stody aponugred Ly
Zeononle Rosenrch, appasr on the surface

b 4;*;,:‘&# .

B . ed
;.;2; i

the Rational Burosu of

aperont than resl, PFiret of 811, the #.5.K.8. stuly covers
eivilian producticon only, whose aumal growth is placed et 7.7 per-
cent, o

In the early yearc of the 1950%, civiliss production, and
especially sivilisn machinery production, wes signiffcantly
affeocted by the Xoreau wWar. ';am Centre) Imtellipenme Agenoy
mmwazmmwmmmmtwmmmm
Buresu's estimate bul pot & poeat deal. mm&m
hetween the Hetional Buresu's figure of 7.7 pereent snd my Ageucy's
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16,5 paveont iz militery egquipmsnt profduction.

A veyy compeliling bOdy of evidence, sspecinlly fu the fislds
of slestrondos, siveralt, shipping, and orénanse
ingieates that plldtery equimment production expanded
ropddly then givillen amchinery betvesn 1950 and 1955. Further-

gher in Sovist industry then in U.8. industcy. Bw sddition of
allitery squipment 0 the Natioual Burssu's indes wouldd poobably
meapurenents OF GUtput polnt to this conclusion -~ that Soviet
industrisl profustion in recent years lms m groving sbout 23

Pwrning fron fndustriel profustion to & more comprehe:
masaure of sconomin growth, wo fing similar mm bebween
CEA and Indepexnient sthudles of the Soviet ¢eonony.

My Agency estimaten the growth of Soviet grosa national
product Guring the present decade, 1550-1950, to hawe besn at su
anuel aversgy rate of wbout T percent. Fstlestes Ly others for
similar time peviods range from o low of é?mmttéwmﬁf
& to 9 peroent. The degree of wmﬁfﬁw sven closer
then the range of G 10 9 pevcent mmﬂm these esctimntes
nave varying tnitial and terwioal dtes vithin ihe decade, ood the

ces re ot lesst in part treceshle to this facbor. The
esnclusion, then, is that Soviet GHP hao been growing st least
tules 0o repidly as thet of the U.0. over the past ulne yeers.
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& thated fmportant sconmmic messuve, vitel to ay servtiny
of Soviet evoncmdc potentinl, is that of the growth of agricultuml
output. CIA setimates that wet agricultural profuctlon during the
periof 195258 grew at 2 vate of just over T pevesnt pov o,
T™is estimate Sogs not differ matevially from m irdopardent stuly
prepaved for you by Professor Jolmson of the University of Chlosgo.
The fact thet most stulles of past Soviet esoponic growth

contain wide aveas of agrewment has nob prevented conteoversy frowm
developing. Widely divergent views are frequently alred in aeaderde
eirgles, in the press, sud oven in the hails of Congred 8. The

crucinl guesticn, of cowse, is hov W forecast the Tubuve.

Sopn chgorveys bave nofed that, in the pest, the United Stetes
experienced loug-tern retes of growih cowperable 1o the Soviet
achievaemsnt from 1513 o the pressrt. Such rough stetistiesl equality

endfng with our entry into World Ber I were selected for comperison.
Tuose vho would play dows asd poch pooh Boviet schievemerto 1eap

poard to the conslusion that theve 1s
nothing wiique sbout Sovist infustriel progress. Indeed, they
gay, we 494 1% ocureelves at & “ooxparadls stage of developeent
United States."

Such Ziib venclusions omit wentica of the weiquely favorsble
condisions that stimulated owr grovih prier o Werdd ¥ar I. Such

factors as the sassive imsdgration of skilled Buropesn wOIkers,

P
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the inflwe of fuvestment fwndle to make possidble our repid rete
of infmstrielizatiln, azd the low level Of dsfenid mxpenditures,
whieh stimdated Gomestic mvings are all ig:em The poiat is
mmmtmmmwrawlwmnmmmw&mm, |
b&tﬁm@twwmwmmmwm

m»mwtmummwmmmtﬂ&mof
nistory vith another csse. The Netional Burean estlmates Soviet
summl industrisl grewth from 1513 to 1955 et 3.9 percent. Bub
Bov relevant 18 the inclusion of the yesrs wp o 1928t These
\@ml- s 3 iw#mntaﬁd choss.  Boviet sbeal m‘&im
miyﬁmal&WWWMQﬁm;byi%nmaﬁm
.}Maiimumrwﬁw:mm¢ If the firsh 15 years
mmm@m,;mmummm;%&ﬁmmm&
the cooclusicu 18 inesempmble that Soviet sconomy s surged
WWWM&M&MW&&WW&WW&M
am‘&imm_
. In my own Agency, W mmntwwwasmna%m
estizate” of fiuture Soviet ymepects for ecovomic growth out
of the vagaries of 30 or 45 yewrs of Soviet hissory.

¥e Lave insted asked burielves two questions:

First, whot do the Soriet leaders intend to 4o, and
Seqondly, whet eve m proapects for the nehieve~
ment of their gosle? '

~9- |
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¥With respect t0 economic intentions, the SBoviet leaders
beve left no room for doubt. The obsesslion with overtaking the
1.5, sconony iv the shortest possible historical time was the

vt theme of the 2ist Paxrdy Congress. Mr. Enrushchev's

mﬂﬁ;

“Ihe Soviet Union intends to cutstrip the Untted
States scouomionlly ... To surpess the leveld of pro-
doction in the United States meens to exceed the higheat
indexes of capitalism.”
Visitors W the Soviet Unlon veport the slogan, "Hven
Americe mupt be surpassed,” painted oo every cow bara.
The USSR 18 now in tbe opering stages of the seven year
pisn, which blusprints industrial devalopments through 1965.
This plen, vhich can be thought of ss tue Soviet ecouswic order
of tatile, establishes the formidsble taek of increasing industrial
output by &0 percent. The schievemsnt of thals gosl will narrov
the present gap between fSoviet snd Uolted States industrisl output.
This would be partieulsrly true in the basic rev materials and
producers goods fields. Cen the Sovists mewt their 1965 infustriel
targets?
. Io my judgement, these goels Will be met, vith untmportant
exceptiong. This estizmmte Goes nod rest on any highly i:afmw&
Paat Soviet econcmic growth has rested largely on the ploving
back of every possible ruble into heavy industry, iuto the means of
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production. To use s simple exsusple, 1t iz the use of steel o
meke steel) capacity greatey, rathay than W use 1t uwp by mEnu-
facturing automcbiles.
The megnitude of the investment program in the seven year
plan, the plan that vuss through 1965, is impreseive Ly eny
standards of cogpariaon. Capital investment in Soviet {ndustry
for the year 1959, the indtial year of the plan, vhen measured in
dollars, will be spproximetely equal to industrial Investissnt in
the United States. The Soviste ylan proportisuately lavger invest-
ment outlays for the succesding years through 1965. These absolute
amounte of investwent are Leing fed into an indusbrial system
whose owiput in 1958 was only sbout 40 peroent of the United States.
Under such forged draft feeding, the Soviet infustrial plant can-
not fall to grow &t 8 rapld rate,
v the oltlwy band, we soe no progpect that the sgricultural
goals of the seven year plan will be appronched. hlecss the lesfor-

| cremse in agricultumal output by 1965. This estimate is in contrvest
te the indioated Soviet goal of & 55 o S0 percent boost over the
same time period.

. Primarily becsuse of the slower growth of agriculture, we
project o moderste slowlown in total Soviet cubpul, or gross mational
product, over the next seven years, compared to the pest seven years.

- il -
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%e estlomte GNP growih at & percent & yesr through 1965. I the
United States gross pational product for the yeers 1957 through
1965 van be projected at an snoual srowth rete of from 3.5 to U
pereent, then Soviet GEP will be piighily moye than 50 percent
of oure by 1965, <

o sungarize, t%wv USSE will probably sehiswve significent
@aing By 1965 in ite self-appointed tosk of catching WY with the
United States, particularly in industrial production.

At the same time, it is imporiant not o exaggerste Boviet
prospects in the economie vace. In the propsgands survounding
the launching of the Seven Year Plan, Ehrushcehev made B nusber
of statements about Soviet escontmic power which were nothing more
than wishiul thinking. m&tma&.ly he stated that, "alfier
the coxpletion of the Seven Yeer Plan, we will probsbly need
about five more yeacs 1o catch up with the outstyrip the United
Stetes in indusiriel ocutput.” “Thus,” he added, by that time
(1970}, or perhaps even soongr, the Soviet Union wiu advanoe
to first place in the world both in absclute volume of producticn
and in per capita profuction.”
 First of all, to resch such improbable conclusions, the
Eremlin leafiers oversiate the present mﬂw position. fThey

¢laim USSR industrisl output 10 be 50 percent of that of the U.S.
Our own anslyses of Soviet industrial ocutpul lasst yoar conclufed

thet 1t vas about 40 percent of our own,

v 13 -
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Secondly, Ehrushchsv foreeasts that our future industriel
growth will be only two percent a yesr, If this is true, the
United States WAll be virtuilly coamlttiog economic sulcide.
Tats prediction I regard &s unrezligiic,

A sener projection wonlld place 1965 Soviet industital pro-
duetios ab ehout 55 percent of cur own. Ry 1970, sseuning the
samo relebive rates of growih, USER industriald output, ss n
whiole, wWuld be about 50 percent of that in the United States.

Further, when Khrusholev prosises his people the worid's
nighest standard of Living by 1970, this is patently monsense.
It Is se though ihe shripp bad learned tw whistle, %W use one of

Although the Soviets in reocent years heve been continually
upping the production of congumeve geods, thelr consuming public
faves badly in ooppariston with ours. last yesr, for sxanple,
Zoviet citizens had avallable for purchese barsly eue-third the
total goods and services availolble W Americang. Indeed, per
cupite iving standards in the Soviet Union teday cannot be
o m sna~fourth tnose being snjoyed by our own podple.

he Boviet goverrment last mopth announced, with ite uwsual
siead fanfare, & prograw for 1#;:;11&&&:::; the production of certain
duraile coOnsELRRrs goods. ‘1‘13& decree loeluded relrigerators,
newing machines, vecuum cleaners, &ie., bul 1ot sutomoLiles.

Actually, the new program 2overs only amé five parcent of
soviet industrisl production, aod evem in this narrow area ralpes

gouls but spdestly above provieus plang. The decvee is one of a
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series introdured o provide & tvieckle of benefits to the con-
sweer gt relatively emell cost o the state. Soviet industrial
investsent and military prograns vill not be affected adversely.

I twm pov to another econcwlc grea where the worid bhes
been freguently trested W gross exngperations by Kuwshichev.
fo eiated in m:tm, and hes repoated meny iimes, that,

"{The socislist canp) now avcounts fOY over one-
third of the worldts industrial sutput. According to
catimstes by econtmists, a8 & result of the develop-
ment of the netional ecoutmy o the Soviet Ualon ...
ang of the pespie’s derporacies ... the countries of
the world socialist system will produce over half of the
total world infustrial output (by 1965)."

Actually, total induatris) profuction of the "sexlaliet
canp, " including that of the Buropessn Satellites and Redé China
in with tha Soviet Union ig only about 25 psreent of total world
aat:pms} By 1965, 1t will be & fev percentage bwm%’s' M gher;
Pres Borld production will still scooumt for over 70 percent ai‘
the total. &emﬁm‘w. reaaorable margin a&' grrey in these
estimmten, Ehrushehev's claim thet Ww Commnist Bloc's share
of botal wrld isdustrial produciion will incresss oue~halfl in
1955 can bardly be excused, even as wishful thiaking. It is
a viey of the future through red colored glasees. |

4s X moe it then, the communiste are not about to inberit
the world sconcmieally. But while we debunk the dlgtertions of

&, we must not bLlind ourselves 10 the sObaring

inplieations of Sovietl econoutic DYOSress.
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sy is forging shead repidly, ours is not. Ubedr
people ave paking very great ssoritices to schdeve econopic and
Miitary supremney, ours are £5r more complacent. X em confident
Tt we Lave the time and the ability to prove the superiority
of our owi econoaie systes for all o see. DO we have the will
W do 80l

« j.f} -
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